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MEMORANDUM
TO: THE CONMMISSION
STAFF DIRECTOR
GENERAL COUNSEL
FEC PRI:SS OFFICE
FEC PUALIC RECORDS
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SUBJECT: COMMENT: PROPOSED AQ 200207
Tranemitted herewith Is a timely submitted comment by

Richard F. Carrott, Chairman and CEO of Careau & Gompany.
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Thursday, July 16, 2002,
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Michael Marinelli, Esq.

Federal Election Commission

099 E Street, N.W.
Washington, D.C. 20463

Re: Request for Clapfication
Dear Mr. Marinelli:

Thank you for faxing me the copy of the gtaffs Draft Opinion. As we have
dizcussed, ours is not an adversarial relationship, and we have established a
relationship of asking and receiving clarifications. This time, I would like to ask for

the clarifications.

Let me begin, however, by addressing the point you raise at footnote 9. This
is iroportant to my understanding of the Draft and the points I would like clarified
bacause it seems to set the stage for whether the committees would be
uncompensated under our proposed program.

The footnote states that creation of the Website “is itself a form of marketing”
for which Careau and Mohre need to be compensated and that past Opinions,
specifically AO 1992-40, have found that parties bearing the marketing burden *has
not been viewed as a meaningful distinction.”

Given the facts in AQ 1992-40, and relying in part on AO 1988-12, the
Commission concluded that it was not a meaningful distinction whether LEC ox the
political party marketed the service. At page 5, the Draft points out that LEC
shares a similarity other “affinity marketing arrangements” that the Commission

has not approved:

- The offering entity/corporation {“entity™) sought to gain access to political
committee membership lists and the use of the party’s name and goodwill
to market the entity’s products :

- Inexchange for this access, the entity proposed to pay the political party a
fee or percentage from the entities accounts

14183 Maya Clrcle = Maorpark, CA §3021-3552
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However, this ignores the line of Opinion 5 where the Commission has
allowed vendor-assisted fundraising programs; i.e., the 300-Line Programs
referenced in our second May 20th memo. These programs also share similar
features:

- As with the affinity marketing arrangements, the offering entity sought to
pain access to political committee membership lists and the use of the
party's name and goodwill to market the entity’s products

- A contract relationship was established to ensure that the vendor would
not be laft financially at risk

~ No funds were to be paid from commingled corporats treasury accounts

In addition to the exceptions, the Commission has identified to the affinity
marketing programs, both the Act and the amendments created under the BCRA
share a specific feature:

- The unequivocal right for a citizen (& non-prohibited individual) to make
voluntary political contributions

During our informal discussions, we have not disagreed on these points.
That is why I need te ask for some clarification before responding to the Draft,

First, in the continuation of footnote 8, at the bottom of page 7, the Draft
gtates that “Careau and Mohre do not seem to be in a vendor relationghip with the
political committees.” [Emphasis added.] Could you explain what is meant by this?

Second, the Draft concludes, at page 7, that because Careau and Mohre "are
not receiving any payment for their Internet marketing services, your proposal, as
presented, ts subject to the corporate prohibitions of 2 U.8.C. 441b.” The
clanfication I am seeking regarding this conclusion is in two parts:

1. Does this specifically refer to the points raised in footnote 97 That is, your
apparent belief either that Careau and Mohre are not being paid the usual
and normal charge for their services or that the point of the thia
compensation is not fully addressed.

2. Is the converse correct? If Careau and Mohre were being paid for their
Internet marketing services, would the program, as presented, be
allowable?
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These clarifications are important to our response to the Draft you sent and, I
believe, might weigh into the decision process for the Commissioners.

Based on the schedule you sent me for submitting comments, the timing for
your responge is critical to us, We would like to have a response prepared and filed
with your offices on Tuesday, at the latest. Thank you.

Richard F. Carrott
Chrm. and C.E.O.

cc: Lawrence H. Norton, Esq,
Meary Dove, Commission Secretary
Theodore . Johnsen

(29711 LETTER In MMarnsli_FEC
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COMMENT: PROPOSED AQ 200207

Transmitted herewith is a second timely submitted comment with
addendum from Mr. Richard F, Carrott, Chairman and CEQ of Careau &

Company.

Proposed Advisory Opinlon 2002-07 s on the agenda for
Thursday, July 18, 2002.
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Lawrence H. Norton, Esq.
Federal Election Commission
999 E Street, N.W,
Washington, D.C. 20463

Re: Commente on Draft AQ 2002-07 — Addendum
Dear My. MNorton:

Earlier today, I sent to you, by Federal Express, what [ believed to have been our final
comments to Draft 2002-07. This letter bears witness to the fact that I was wrong.

At page 4 of our earlier comments, I wrote that one of the things that distinguish
vendor-aseisted fundraising programs is the need for funds from either the program or the
comimittee to cover all costs assoctated with the fundrajsing efforts. However, [ neglected to
pownt out the unique structura] element of our ISP program that helpe to satiafy that
standard. Once & party or candidate supporter subscribes to our program, their eredit card is
ymmediately debited. Again, at the beginning of each new month of serviee, that individual's
credit card js debited for the cost (all costs, profita, and contributions) of the program.

In other words, the costs associated with each subscriber are pre-paid. Additionally, if
the payment is not made, the service can be immediately “un-plugged.” The pre-payment
agpect and the ability to aveid losses by disconnecting service mean that there is minimal
rislk of loas under the program,

We submit these comments to you and ask that they be circulated to the
Commassjoners. Thank you.

",

Bichard ¥, Carrott
Chrm, and C.E.Q.

ce: Mary Dove, Commission Secretary (fax copy)
Michael Maxinelli, Eaq. (¢-meil copy)
Theodore (. Johnsen

DLN7.16 Ledz b PEC_ Comanenin ve A0 200207
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Lawrence H. Norton, Eag.
Federal Election Commiseion
999 E Street, N.W.
Washington, D.C. 20463

Re: Comments on Draft AQ 2002-0
ificati -

Dear Mr. Norton:

Draft AO 2002-07 {the “Draft") concludes that because Carean & Co. {*Careau”) and
Mohre Communications (“Mohre") “are not receiving any payment for their Internet marketing
services,” the proposal is subject to the carporate prohibitions of 2 U.S.C. 441b. This conclusion is
based upon an incorrect statement, which we believe arises from a misunderstanding of the
program presented in our propoaal (the “Program”). This mey be, in part, becauvae we
attempted to explain the Program in terms of the Act and prior Advisory Opinions rather
than trying to put it in plain langusge. I would like to correet that.

Ihe Program

The Program is a fund raising vehicle that combines a competitively priced Internet
access program with a grassroots program of monthly contributions to federal eampaign
comrmittees, similar to other vendor-assisted fundraising programas; e.g., AOs 1990-14 {900-
Line programs), 1994-33 {pre-paid calling cards) and 1995-34 (credit card contributions
through 900-line programs).

During the firat quarter of 2002, the top 22 U.8. Internet Service Providers (JSPs)
helped 63.3 million users access the Internet, according to a study by the National
Telecommunieations and Information Administration, while all other U.5. providers (over
7,000} connected 85.6 million users, The usual and normal range of pricing for full-service
dial-up providers within this industry is from $9.95 to $23.95 per month, with the high-end
providers typically providing several months of free service for annual contracts.

The ISP service that Careau and Mohre (the “Companies™ have proposed falls in the
mid-range of these pricings and allows individuals who chose to join to contribute a portion
of the monthly membership charges to support political committees. Ag discussed below,
this is similar to the vendor-assisted programs approved by the Commission in prior
opinione. Further, the proposal to the Commission represents that the Program will
comply with the standards established in these prior opinions, including: AQ 1999-22

14183 Maya Circle » Moarpark, CA 91021-35532
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fvendor-asaisted programe); AQ 1995-09 (screening); AQ 1999-09 (required contributor
information); ete. !

The principls elements of the Program are:
Once established, the contmibutions recur monthly

The contributions are made directly to each campaipn committes by the individual
contributor via a credit card/merchant sccount {taking advantage of the escrow-type
nature of the merchant account)

At the contributor's direction, monthly confributions are made to =ach of the federal
campaigns directly related to the contributor, for example:

= To the Congresaional committee for the contributor's district: $0.50
s  Toeach Senatonal committes {2} for the contributor's state: 0.15
* To the Party's National Committee: 0.20
» To the committee referring the contributor to the program: 0.35

Committees are encouraged to use their "out of area” supporter liste to support fellow
Party members because of the “referring contribution” that is paid monthly to the
conunittee from whose list the contributar originated

The committees promote the Program through an e-mail campaign to their supporter
lizts, including those lists developed internally through valunteer efforta {including
local interest sroups)

The lists that committees used to promote the program remain the property of the
committees and may be expanded by the information supplied, sn a monthly basis,
by the service provider in sccordsnce with Commission requirements

| K [18

The Draft refere to two categories of vendor associated fundraising programs in
reaching 1ts concluaion. Under the first category, termed “affinity marketing
arrangementa,” the vendor offers to pay a fee to a political committee for its endorsement
and for the use of its supporter list. A common thread to these programs is an effort by the
entity requesting the Advisory Opinion to style the corporate payment as something other
than a contribution. The Commission has consistently found that contribution payments

1

“(3uidelines establizhed under Advisory Opiniony 2001-4, 1999-22, and 1959-9 will be foliowed under the
FPragram, ipcludine website procedures, reports 1o comniittees, separate merchant identifications for each
comfnittes receiving coptributions, ‘written instrument’ compliance with 11 CFR § $034.2(b) {e.g., merchant
account documentation showing that the separate amount received by each committee appears on the
contributor’s eredit ¢ard bill for each contribution made and that the contzibutor authorized cach contribution),
document storage, disclaimer and best efforts requirements, and screening procedures.” (Emphagis added.] See
AQR 200207 at pages 4-5.
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using corporate treasury funds or fundas that have been commingled with corporate
treasury funds are a violation of 2 U.5.C. 4415.2

The second category of programs is sametimes teferred to as “vendor-assisted
fundraising.” In prior opinions, as stated in the Draft, the Commission has allowed these
programs and, in the procees, established a series of guidelines for them.? Each time the
Commussion approved a vendor-zsaiated program, it examined whether the following
standards were satiafied:

A. Because vendor losses from & failed program would be viewed as contributions or
in-kind contributions, the Commiseion has expressed a two-fold concern:d

1. The Commission wished to ensuxe that none of the costs of the program
would be left unpaid by the committee.

2. The Commission was concerned that, regardless of the degree of success of
the effort to raise funds, the committee would retain contribution proceeds
while forgoing little, or the committee would assume little or no risk with the

vendor bearing all, or nearly all, the risk,

B. The Commiussion's primary concern in addreasing the permissibility of vendor-
assisted arrangements is whether prohibited in-kind corporate contributions or
expenditures would result.® The Commission has concluded that as long as the
vendor, or any other company providing service to vendor in connection with its
service, provides its usual and normal services at ita usual and normal chargas it
will not, in most circumnstances, have made a prohibited corporate contribution.s

C. The Commission wanted to ensure that costs of third-party vendar services, such
as fulfillment and merchant bank sexvices did not result in prohibited
contributions, The Commission concluded that these coats could be included in

* The Drait lists Advisory Opinions 1992-40, 1988-12, and 1979-17 ag examples of this category of arrangement,
In AQ 1979-17, the bank offer to pay 2 fes for each based upon each subsariber; in AQ 1988-12, a bank offersd
to pey a fec for nceess to a ooramittee’s Jist; and, in AQ 199240 a telephone services company offered & fee
based upon a percentage of sales to party members. See Draft 2t footnote B

T Footniote 8 to the Draft identifies Advisory Opinions 1599-22, 1995-34, 1994-33, and 1990-14 a3 examples of
these programs, using the committee’s payment of “a commercially reasonable fee in exchange for the firm's
cfiorts” as the standard. Attachment No. 1 presents summaries of these opinions,

* See AD 199G-14 citing Advisory Opinicna 1950-19, 1920-1, 1989-21, 1979-34, and 1976-50,

T See AD 1984-0.

* See AD 1990-14. See also AQs 1994-33 and 1995-34, In AO 1999-22, the Commission concluded that the
vendor's “proposal would provide for adequate compensation and its procedurss would seem to be In the normal
course of Wisiness for a vendor within its industry dealing with 4 similarly situsted non-political client. Thess
arrangements avold creating s situation where the vendor provides services to a political committes either
without charge, or at less than the usyal and normal charge, and thereby makes a corporate contribution
prohibited by 2 ULS.C. 44 Yh(b)(2)."

fo
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the contract rate and was deducted from the authonzed contribution se that no
corporate contribution resulted.”

0. The Commission has not required that all of the funds raised in a vendox-
assisted program be generated by, contzolled by, or received by the political
committee:d however, the entire amount of the contributer’s trensaction must be
treated as a contribution to the political committee.?

¥. The Commission has concluded that the treatment of contributions ia &
concern.'?

These guidelines and Commission cpinions have been adopted as standards for
others to follow, However, the Draft concludes that “American Plan” is “very similar” to the
affinity programs in basic approach without really weighing the Progrem against the
vendor-assisted standards ! What distinguishes vendor-assisted fundraising programs
from affinity marketing programa ia the need for funds from either the program or the
committee to cover all costs of the program. This indicates that the offer-acceptance-
consideration element of the contract needs to be expanded to include {concerns meay be mat
by/in combination):

- Will a depoait or advance payment be required, sufficient to ensure no costs are
left unpaid by the committee?

- Ave costs and fees associated with the Program consiatent with the waual and
normal charges for non-paolitical customers within the industey?

- Iathe vendor, in this case the Companies, providing its contract service at a
usual and normal charge?

_  Are steps being taken to ensure that a vendor or subcontractor is not financing
the committes during & certain period?

The Compsnies have relied, in part, on the concept that once a standard is
established, it ia only necessary to state whether or not that standard will be adopted. As
stated in the AOR 2002-07, and as expanded in the May 20 memos replying to the FEC
staff, the Companies have stated that they will comply with the guidelines eatablizhed by

T See AD 1994-33, Ses also AQ 1595-M.

For instance, in AO 1995.34, The Commission noted no part of the revenue from the vender service itself {as
opposed 1 the credir cerd contributions) reached the political cornmittee.

7 See AQ 1995-34.

Tn A 1999-22, the Commission concluded that placing such funds in the same corporate account with cther
funds would lead to 2 commingling of corporate funds and campaign funds prohibited by section 441b.

U The Draft notes that Caregu's Advisory Opinion Request cites AQ 1994-31 in support of our proposal, but
merely concludes that “Cerean and aMohre do not seem o be in a vendor relationship” with the sommittees.
[Einphasis added.]
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the Commission in specific, prior opinions. Such compliance statements have been
sufficient in prior opinions for the Commission to assume even broader compliance.1?

Given the broad adoption of the guidelinea set forth under the vendor-assisted
programa line of apinians, the Companies have agreed to observe, among other things the
following procedures {also, ace Attachment Nos. 2 and 3):

- The contract rate received by the Companjes, along with payments for up-front
expenses, will guarantee a profit regardless of the success or failure of the
transaction with a particular committee, satisfying concerns as to profit and
advances. However, as necessary, a depasit or advance payment will be
required under agreement with the committees, sufficient to ensuze no costs are
left unpaid by the committee,

- Agreements with all vendors for coste and fees asgsociated with the Program
conaistent with the usual and normal charges for non-political customers within
the industry. This includea the Companies who also will be providing contract
service to the Committees at a usual and normal charge for non-political
cuatorners within the industey.

- All subscriber payments under the Program will be by credit card to ensure that
a vendor or subcontractor is not financing the committee during a certain period.
Additionally, becausze these payments will be disbursed through a merchant
account, there will be no commingling of contributed funds with corporate
treasury funds.

— Although the actual contributions to the committees will total about $2 per
rmonth under the Program, the entire amount of a aubseriber's ¢redit card
transaction will be treated as contributions to the political committees, including
the amounts retained by the Companies for payments to themselves and
subcontractors for services rendered to the committees.

These procedures are in addition to the other procedures enumerated under the
Program, such as screening, gatheting, and reporting required subseriber information.

[H

Assuming that the contract rate (along with payments for up-front expenses) guarantees a profit ta VITEL
regardless of the success or failure of the trancaction with a particular committee, your proposal weuld satisfy the
colieetns as to profit and advances, The Commission also assumes that the profit for these Tansactions comports
with those for transactions with non-political custamers. See AD 199432,

You have stated that Politechs will ensure that the political committesy do not receive any services for which
Politechs, or the third party vendors with whom it contracts, remains compensated below the usual and normal
charges for 3]l services received. The Commission assumes that the charges paid by Politechs and the vendors
will be included in the compuration of the usual and normal charge to the political committes. The Commission
further assumes that this usual and normal charge rule will be followed as rezsrds the amounts charged in the
a;:;;;g;mmu betwesn vendors contracting with Politachs and other vendars providing services... . See AD

1 =34,

You represent that you will use a number of screening funetions of the type described in Advisory Opinion 1991-
20; the Commission assumes this includes obtaining similar types of touchtone or voice indications from caliers
aimed at preventing contributions from prohibited sources, See AD 1995-34,
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Copelugion
Based on the foregoing, we believe that staffs conclusion is wrong,

The Drafi states that our explanation "does not addrees the izsue of whether Careau
and Mohre are being paid the ususl and normal charge by the Federal politica) committees
for the services they pravide to the Federal political committees.” 1hope that we have
clarified our position — that under the Prograra, as presented, the Companies are being
compenaated by the committees. They are being compensaated for their usual and normal
services st a usual and normal rate for the industry. Moreover, the contract rate being paid
to them - qualifving the relationship as a vendor type relatjionship — guarantees them &
profit, regardlesa of the success or failure of the Program with a particular committee.

This is not an affinity marketing arrangement, as the Draft suggests. The contributed
funds are vot being commingled with corporate treasury funds, and the contracted vendars,
including the Companies are not at risk under the program. The Program recogrizes,
embraces, and satisfies the standards of vendor-asaisted fundraising programs, as authonzed
by the Commission in prior opinjons.

As such, Careau and Mohre are proposing to esgage in a vendor-aesisted program
for fundraising that is allowable under the Act, prior Commission opinions, and the uniform
standards established by the Commission under those priocr opinions.

Further, because the structure of the Program involves a right of individual citizens
to contribute ta federal election campaigns, as protected under the Act and the U.5, .
Constitution, we believe that the Program ja undoubtedly allowable under the amendments |
provided by the Bipartisan Campaign Reform Act of 2002,

We subrmit these comments to you and ask that they be circulated to the
Commissioners. Thank you.

[TV :

Richard ¥, Carzott
Chrm. and C.E.O,

wiattachments

ce; Mary Dove, Commission Secretary (fax copy}
Michael Marinelli, Esq. {e-mail copy)
Theodore G. Johnsen

HEOTE Levlar 1o FEC_ Connmants te A0 200207
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Prohibited Affinity Marketing Programs

ADVISORY OPINION 1979-17

*fAlnational bank proposed ta markst its credit card services to members of the
Republican National Committee. In return, among several opticns, it offered to pay eithar
a gne-time fee to the RNC or a portion of the membership fee paid by each subscriber to

the credit card service.”

The Cammission conciuded that any payments made and valuable sarvices provided by
card issuing banks to the RNC would constitute contributions.

ADVISORY OPINION 1988-12

"[A] county Democratic Party committee praposed to give access to its list of supporters
so that a bank could market its credit card services. A partion of ¢ach membership fee
would be remitted to the local party committee,”

The Commission cancluded that the proposed payments by the bank to the committee
would constitute prohibited cantributlans.

ADVISORY OPINION 1992-40

“IA] company selling long distance telephone services proposed n sell, with the
marketing suppaort of political party committees, its services to party members or donaors,
Again a percentage of the sales genarated would be pald to a political party committee as
a commisgion.”

The Commission concluded that the commissions received from the company ware
prohibited corporate contributions.

In each of these cases, corporate treasury funds were being useod to make
payments to the committees.

Approved Vendor-Assisted Fundraising Programs

[As a genera! rule, the label Affinity Program is not used to
describe these programs. Rather, these programs are typically
termed vendor-assisted fundraising programs.]

ADVISORY OPINION 1990-14

AT&T proposed to use S00-line telephone services ta promaote candldates and political
committeas by contracting with service bureaus, /nter alia, to solicit contributions. AT&T
required a contribution amount of $50 or less for each 900 telephone call, Charges
remitted to the service bureau are deducted to cover costs including AT&T's return
on its investment. The Commissien concluded that because the bureau required a
committee deposit to cover costs and possible loses the provision of services would
not result in contributions by tha incorporated service bureau. The Cemmission stated
that its concerns were two fold in peior opinions. *First, the Commission wished to
ensure that none of the costs of the program would be left unpaid by the committee,
Second, the Commission was concerned that, regardless of the degree of success of the
effort to ratse funds, the committee would retain contribution praceeds while forgoing
little, or the committee would assume little ar no risk with the vendor bearing all, or
nearly all, the risk.”




AFF1ES28A2 20:48 2833318782 CAREAU & CO PAGE  B3/12

Attachment No, 1

The Commission further concluded that as long as ATRT, or any other company
providing service to AT&T in connectlon with jts service, provides its usual and normal
services at its usual and normal charges it will not, in most circumstances, have made a
prehibited corporate contribution. The Cemmission commented that a possible
exception might result from the fact that funds could be disbursed prior to the
contributions actually being collected bacause pledges were sold as receivables. [In
{ater gpinions, the Commisslon rasolved that credit card payments directly to
comrnittees resolved this type of concern.]

ADVISORY OPINICN 1994-33

“[A] telecommunicatlons company [VITEL] prepeosed to market prepaid phone cards using
the endorsements of various autharized candidate committees, as well as political party
entities. The cards were produced by the telecammunications company to be distributed
by the client politicai committees. For aach instance when time was purchased on the
phone card, through use of the purchaser's credit card, a portion of the dollar value of the
card 50 purchased could be designated as a contribution to the client political comrmittes.
The potltical cormnmittee, however, paid the telemarketing firm a fee, whigh includad all
pracessing casts and a2 commercially reasonable profit. The Cornmission found this
propesal was permissible under the Act and Commission regulations.”

The Commission’s primary concern in addressing the permissibility of the described
arrangements is whether prohibited in-king corporate contributions or expenditures
would result. The Commission noted that, if the vendor did not receive the usual and
normal charge far its sarvices, it would have made an in-kind corporate contribution. In
discussing the proper charge, the Commisslon has focused with particuiarity on the need
for an adequate profit and on the advance of services or contribution proceeds without
assurance of adequate compensation to the vendar,

The Commisslon concluded that, with the assumption that the centract rate (along with
payments for up-front expenses) guaranteed a profit to VITEL regardless of the success
ar failure of the transaction with a particular committee, the proposal would satisfy the
concerns as to profit and advances. The Comrnisslon also assumed that the profit for
these transactions comported with those for transactions with non-political customers,

The Commlssion also concluded that because the costs of fulfliiment and merchant bank
services were included in the contract rate and was deducted fram the authorized
centribution, no corporate contribution resulted. Carporate centributions were alse
avoided by the immediate debiting of the caller's credit card for the making of the
contribution. This eliminated the concern that VITEL or a subcontractor company was
financing the political contributions made by the cardholders during a certain period and,
thereby, making advances of corporate funds.

The Commission further concluded that VITEL was attempting to take precautions
regarding screening and reporting guldalines.

ADVISORY COPINION 1995-34

Politechs, an information provider, propesed to contract with committees for the dellvery
of 900-line services for fundraising by political committees. The services were to be
obtained from the various vendors at the usual and normal charge for similar services,
with the rate including expenses plus a reascnable profit. Politechs ensured that the
palitical committees would not receive any services for which Politechs, or the third
party vendors with whom it contracted, rernained uncompensated or compensated below
the usual and normal charge for all services received. Additionally, the aggregate cost
of calls from the same telephone number was limited to $50, The amount Palitechs

Yape 20f3




proposed actually remitting te the politicel committee wili be reduced by the clearing,
processing, and service charges deducted by various vendors {which service charges will
be considered expenditures by the pelitical committees). However, the entire amount of
the caller's credit card transaction would be treated as a contributian to the political

committee.

The Commission stated that prior opinions made clear that such entities must provide
their services to each palitical committee customer at the usual and nermal charge in
order to avoid corporate contributions to the political committee. The Commissian
concluded that Politechs' assurances satisfied this provision. The Commission further
assumed that these assurances would have a blanket that this included vendar charges
pald and that usual and narmal charge rule compliance by ail vendors providing
services, so that the amount that Politechs consldered to be the usual and normal
charge to the political committee wauld not be reduced by underlying costs lower than
the usual and normal charge.

The Commission concluded that a requirement for advance payment for set-up charges,
a deposit sufficient to cover costs, and termination of services to prevent losses
exceeding the deposit appear to ensure that the politlcal committee does oot receive an
in-kind corporate contribution.

The Commission concluded that while no part of the revenue from the call itself (as
opposed to the credit card contributions) reached the political comrmittes, the armount
the caller pays is still a contribution ta the committee. Therefore, it remained necessary
that Palitechs obtain the name and address of the contributor along with the contribution
amount and date, and forward that information te the committee.

The Commission further concluded that the full amount paid by the callers for the calls
themselves were reportable as contributions, These amounts are also included in the
reportable operating expenditure armounts because they were being retained by
Palitechs {for payments to itself and subcontractors) for the services rendered to the
committee. The committee’s operating expenditures atso include the amounts it pays to
Politechs directly.

ADVISORY QPINION 1999-22

Aristotie Publishing, Inc. {"Aristotle "), a publisher of software and provider of related
services allowing Federal candidates to receive contributions by credit card through the
Internet, proposed methods to assist varlous political committee and candldate clients in
fundraising through the Internet. An important part of the described transactions Is that
Aristotle will use its own "merchant ID number” far clients for whom it is collecting and
forwarding the credit card contributions.

The Commission concluded that Aristotie’s screening procedures complied with prior
opinigns. The Commission also concluded that Aristotle's proposal would pravide for
adequate compensation and its procedures would seem to be in the normal course of
business for a vender within its Industry dealing with a similarly situated non-political
client, These arrangements avoid creating a sltuation where the vendor provides
services to a political committee either without charge, or ak less than the usual and
narmal charge, and thereby makes a prohibited corporate contribution.

The Commission further noted that the treatment of contributions raised through
fundraising with vendor participation was of greater concern than the rezerding of the
transactian. The Commission concluded that placing such funds in the same corporate
account where it places its ather funds would lead to a commingling of corporate funds
and campalgn funds prohibited by sectlon 441b.

I'::i__-\;' af i

A7/16/2682 2A:48 29934913782 CRREAL & CO PAGE la/12
Attachmeni Mo, 1




el
A7/1B/2802 2A:4f 2693318702 CAREAL B CO PacE 11712

Careau/Mohre Vendor-Assisted
Fundraising Program — Contract Relationships

Individual Supporter

Political
Caommittee
Merchant
Account
ISP
Provider
501(<)(3)
Charity
Committes Cammittee Committes Referring
#2 Qptlon #3 Option #4 Optian Cormmitiee

Option

Attachment No. 2




aviLe/ 2002  28:43 20339187832 CAREAL £ CD

Careaw’Muhfe Vendor-Assisted

12/12

PaGE

Fundraising Program — Money (3} Flow

Individual Supporter

Political
Committee

LR

-

e
“ -

Deposit or advance

Authorized eredit
card transaction

Merchant
Account

v

payment
b
ISP
Provider R
Contribution cptidns for ,/
the Subscriberto make |/
.{'_J-— l‘,"', ,;J :'
501{c)(3)
Charity
I T3 i
Committes Committee Committee
#2 Option #3 Option #4 Cptlon

Raferring
Cammittee
Option

Attachment No. 3






